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The University of Tennessee AJnnual Report

The University of Tenness;ee
The University of Tennessee is a statewide system of higher
education comprising three institutions:

The University of Tennessee (main campus at Knoxville,
Health Science Center at Memphis, Space Institute at
Tullahoma, and institutes of agriculture and public
service)

The University of Tennessee at IChattanooga
The University of Tennessee at IMartin
The University of Tennessee is the state's flagship institu
tion, offering comprehensive programs of undergraduate,
graduate, and professional education, research, and public
service throughout the state. Enrollment in the statewide
university is approximately 4 2, 000. Students come from
every county in Tennessee, every state in the nation, and
many foreign countries. The university holds the Carnegie
Doctoral/Research-Extensive classification. The oldest and
largest public institution of higher education in the state,
the university was founded in Knoxville in 1794, two years
before Tennessee became a state.
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increased importance as state
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university cut $38 million from

emeritus, as interim president.

Friends,
I never expected to find myself back in the University of Tennessee
president's office, and I regret the circumstances that brought about
my return. But during this period while the Board of Trustees
searches for a new permanent president, I am pleased to serve as
interim.
One of my responsibilities is issuing the university's traditional
"annual report" on the events of the past fiscal year-July 1, 2002,
through June 30, 2003. A very small amount of the activity at the uni
versity last year caused a very large amount of negative publicity. The
immense amount of good work that was done received hardly any
notice. In this report, we acknowledge the year's problems but
intentionally focus on the oft-neglected accomplishments of UT's
excellent faculty, students, staff, alumni, and other friends.

Joseph E. Johnson
Interim President
October 10, 2003
Knoxville

Management's Discussion and Analysis

The Statement of Net Assets

This section of The University of Tennessee's annual

The statement of net assets presents the financial
position of the university at the end of the fiscal year

financial report presents a discussion and analy
sis of the financial performance of the university

and includes all assets and liabilities of the

during the fiscal year ended June 30, 2003, with

university. The difference between total assets and

comparative information presented for the fiscal

total liabilities-net assets-is an indicator of the

year ended June 30, 2002. This discussion has

current financial condition of the university. Assets

been prepared by management along with the

and liabilities are generally measured using current

financial statements and related footnote disclo

values. Capital assets, however, are stated at histori

sures and should be read in conjunction with

cal cost less an allowance for depreciation.

them. The financial statements, notes, and this
discussion are the responsibility of mana.gement.

Net assets are divided into three major catego
ries. The first category, invested in capital assets,

Using This Annual Report
This report consists of three basic financial

net of debt, provides the university's equity in
property, plant and equipment owned by the
university. The next asset category is restricted net

statements. The statement of net assets, the

assets, which is divided into two categories,

statement of revenues, expenses, and changes

nonexpendable and expendable. The corpus of

in net assets, and the statement of cash flows

nonexpendable restricted resources is only

provide information on the University of Tennes

available for investment purposes. Expendable

see as a whole and present a long-term view of the

restricted net assets are available for expenditure

university's finances.

by the university but must be spent for purposes as
determined by donors and/or external entities
that have placed time or purpose restrictions on
the use of the assets. The final ;category is unre
stricted net assets. Unrestricted net assets are

Copies of the complete Report of the
T reasurer 2003 are available from the
Office of the Treasurer,
301 Andy Holt Tower, University of Tennessee ,
Knoxville , Tennessee 37996.

available to the university for any lawful purpose
of the institution.

Table 1: Su mmary of Net Assets
(x 1,00m

2003

2002

Assets:

Current assets
........ . ..$
Capital assets, net..............
Other assets ... . ..............
Total Assets ....................$

311,931....... $
943,877........
828,919........

315,277
835,381
792,255

2,084,727 ...... . . $ 1,959,913

Liabilities:

Current liabilities . ..... ........ .$ 233,459....... $ 210,003
Noncurrent liabilities ............ 289,881........ 282,716
Total Liabilities ..................$
523,340 ........$ 492,719
Net Assets:

Invested in capital assets,
net of related debt. ........ ..$
Restricted - expendable ........
Restricted - nonexpendable......
Unrestricted .......... . .......
Total Net Assets . . . . . . . . . .... . ...$
Material assets consist of cash and cash
equivalents; investments; accounts, notes,
and grants receivable; and capital assets.
Decreases in current assets can be found
in cash and cash equivalents, investments,
and inventories. Increases in current assets
are in accounts, notes, and grants receiv
able. Increases in noncurrent assets can
be found in cash and cash equivalents;
accounts, notes, and grants receivable; and

Figure 1:
Unrestricted Net
Assets

120
100
80

Many of the university's unrestricted net assets have been designated
60
or reserved for specific purposes
such as: repairs and replacement of
40
capital assets, future debt service,
quasi-endowments, and capital
20
projects.The graph shows the allocations:

730,451....... $
298,644.......
316,191...... ..
216,101........

653,532
294,189
294,865
226,609

1,561,387........$ 1,467,195

Statement of Revenues, Expenses,
and Changes in Net Assets

The statement of revenues, expenses, and changes in net assets presents the operating
results of the university, as well as the nonoperating revenues and expenses.Annual
state appropriations, while budgeted for operations, are considered nonoperating
revenues according to generally accepted accounting principles.

Table 2: Sum mary of Revenues, Expenses and Changes in Net Assets
2003
2002
(x 1, oom
Operating revenues:
Net tuition and fees . ... . .... . ...$
Auxiliary. . . ... . ..... . .....
Grants and contracts............
Other . . .....................

192,977....... $
123,724. ......
356,451........
81,214........

189,143
120,549
343,616
128,829

Total operating revenues..... .

. . . . . .$
754,366 . . . . . . . . $ 782,137
Operating expenses .. ...... .. . ..$1,315,836 ...... $1,273,972
Operating loss .... . . . . . . . . . . . . . . . $ (561,470) . . .... . $ (491,8351

Nonoperating revenues and expenses:

State and local appropriations ......$ 423,816. ..... $ 419,793
67,281. ......
Gifts ........................
50,851
42,407. ......
Investment income, gains, or (losses).
(3,104)
Material liabilities include long-term
Other ...................... .
32,039... . ....
2_6_,7_6_ 0_
bonded debt, compensated absences,
565,543 ........-'-$ --"--494,300
accounts payable, accrued liabilities, and Total nonoperating revenues ... . . ... . $
-capital assets. Decreases in noncurrent as
sets can be found in investments.

__

deferred revenue.The current portion
of compensated absences increased,
shifting the liability from noncurrent to
current.

_ FY2002
[millions!

FY2003

Income (loss) before other revenues,
expenses, gains, or losses

........$

4,073 . . .. .

. . .

$

2,465

-'----"-----

Other revenues, expenses, gains, or losses:
Capital appropriations ... ... . .... .$
34,102
32,584. ..... $
Capital grants and gifts ..........
8,859
47,165. ......
Additions to permanent endowments .
23,128
12,341. ..... .
Other ... ...... . . ............
986
(1,971) ... ....----Total other revenues, expenses,
gains, or losses .. . ........... . .$

90,119 ...... . .$
67,075
94,192 . . ......$
69,540
.....$
Net assets at beginning of year. . . .. $1 ,467,195 ...... $2,284,168
Cumulative effect of changes
..... ... (886,513)
in accounting principle. .........
Net assets at end of year ...........$ 1,561,387........$ 1,467,195
Increase (decrease) in net assets

The increase in tuition and fees is primarily due to
a 7.5 percent increase in fees for the 2003 academic
year. C?p?rating grants and contracts increased by
$13 mIllIon due to a general increase in federal and
private grants and contracts, offsetting a decrease in
state grants and contracts. The laraest increases were
in grants from the Department of Health and Human
Services and the new Bowld Hospital leased employ
ees agreement. Other operating income decreased due
to the transfer of the Bowld Hospital operations to
Methodist Healthcare-Memphis Hospitals.
In fiscal year 2003, nonoperating gifts increased sub
stantially due to a single gift totaling $11.2 million.
The gain on investments was due to an increase of
endowment income and a significant reduction of the
previous year's capital market decline.
The increase in capital grants and gifts for 2003
consisted of the donation of several buildings at the
Memphis campus. Additions to permanent endow
ments decreased due to reduced levels of new gifts to
endowments for the 2003 fiscal year.
Total operating expenses increased approximately $42
million in fiscal year 2003 primarily due to increased
salaries and wages and staff benefits. The university
intentionally attempted to bring faculty and staff sala
ries to a more competitive level.In addition to the staff
benefits related to salary increases, health insurance
premiums increased 25percent in fiscal year 2003.

Revenues
The graph below illustrates revenues by source (both
operating and nonoperating), which were used to fund
the university's activities for the years ended June 30,
2003, and June 30, 2002.
Approximately 70 percent of UT's revenue is attrib
uted to state appropriations, grants and contracts' and
tuition and fees

Figure 2:
Revenues by Source-2002 and 2003
450
400
350
300
250
200
150
100
50

[millions]

FY2002

FY2003

Expenses

Figure 3: Expenses by

Operating expenses can be displayed in two formats, natural classification and functional classification.Both are displayed ar right.

Natural Classification

Table 3: Expenses by Natural Classification and by Function (x 1,00m
2003 Natural Cla s sification

At June 30, 2003, approximately 72 per
cent of operating expenses are attributed
to salaries and benefits.Utilities, supplies,
and other services represent 23 percent of
total operating expenses. Scholarships and
depreciation represent the remaining 5
percent of operating expenses.

-SALARIES

2003 Fu ncti o n al Cla sificati o n
$ 289,078
Instruction
Research
101,628
67,284
Public Service
53,339
Academic Support
Student Services
27,102
Institutional Support
53,503

Operation and
Maintenance of Plant
Scholarships
Auxiliary
Hospital
Independent
Operations
Depreciation
Total Expenses

BENEFITS

$

68.378
27.803
22,443
14.509
7,904
15.876

26,236
3,043
30,235
6,816

8,917
23,768
7.240
1.844

75,176

21,475

UTILITIES, SUPPLIES
AND OTHER SERVICES

$

DEPRECIATION

'SCHOLARSHIPS

$

51.741
56.388
33.887
15,196
17.036
3.571
39.735
11.318
59.516
12.217

$

$ 220,157

$300,605

$ 4,651

409,197
185,819
123,614
83,044
52,042
72,950
74,888
42,780
96,991
20,877

4,651

56,983

96,651
56,983

$ 56,983

$ 1,315,836

$

$ 733,440

TOTAL

BENEFITS

2002 Functi o n al Cla sificati o n
$ 275,198
Instruction
Research
87,489
Public service
64,132
49,270
Academic support
Student services
24,898
51,158
Institutional support

Operation and
maintenance of plant
Scholarships
Auxiliary
Hospital
Independent operations
Depreciation
Total expenses

$

66,427
18,011
15,839
13.541
6,354
14.768

UTILITIES, SUPPLIES
AND OTHER SERVICES

$

SCHOLARSHIPS

DEPRECIATIOni'

7,900
21,637
7,556
4,743
18,693

36,708
11,052
59,876
40,969

$ 701,206

$ 195,469

$315,334

TOTAL

$

50,983
51,277
35,379
12,374
16,273
443

24,593
2,752
29,431
19,829
72,456

392,608
156,777
115,350
75,185
47,525
66,369

$54,147

69,201
43,257
96,863
65,541
91,149
54,147

$ 54,147

$ 1,273,972

$7,816

$ 7,816

700
600
500
400

200
100

2002 Natural Cla s sifica ti o n
SALARIES

800

o

, [thousands]

Figure 4:
Expenses by Function
For the year ended June 30, 2003, 55
percent of operating expenses by function
is attributable to instruction, research,
and public service. The percentages for
the remaining functional areas range from
two to eight percent of total operating
expenses.

Statement of Cash Flows

The statement of cash flows provides information about cash receipts and cash payments during the year. This
statement also assists users in assessing the university's ability to generate net cash flows, its ability to meet its
obligations as they come due, and its need for external financing.

Table 4: Statements of Cash Flows
(x 1,00m

2002

2003

Ca.,§h_provided (used) by�
Operating activities . .. . ..... .$ (487,276) .
524,428. .
Noncapital financing activities . .
68,479..
Investing activities ... ..... . .
(65,550) .
Capital and related financing activities
Net increase (decrease) in cash
Cash, beginning of year
Cash, end of year

$
$
.$

. . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . . . . .

40,081
369,837
409,918

$ (440,257)
477,018
16,603
(72,273)

$
(18,909)
$
388,746
--'-----'---369,837
.$

. . . . . . . .

. . . . . . . .
. . . . . . .

======

Material sources of cash included state appropriations, tuition and fees, and grants and contracts. Material uses
of cash are reflected in payments to suppliers and vendors, payments to employees, payments for benefits, and the
purchase of capital assets and construction.
The net increase in cash and cash equivalents amounted to $40,081,653 for the year ended June 30, 2003, The net
decrease in cash and cash equivalents amounted to $18,908,968 for the year ended June 30, 2002.

Capital Assets and Debt Administration
Capital Assets
At June 30, 2003, the University of Tennessee had $943,877,229.62 invested in capital assets, net of accumulated
depreciation. Depreciation charges totaled $56,983,060.02 for the current fiscal year. Details of these assets are
shown below.

Table 5: Sc hedule of Capital Assets, Net of Depreciation
2003
(x 1, oom
$
Land . . ... . . . . . . . . . .. . . . . ... .$
48,358.
Land improvements & infrastructure.
30,314.
595,986.
Buildings . .
99,158.
Equipment. ...
11,176.
Software. . . ..
Library holdings
49,666.
109,219.
Projects in progress.. .
Total . . . . . . . . . . . . . . . . . . . . . . . . . . $
943,877 . . . . . . . . $

2002
45,102
29,508
527,410
93,922
10,883
46,333
99,223

852,381

=========

Major capital additions for UT during 2002-2003 include the $28.9 million Plant Sciences Biotech Building at the
Agriculture campus, the $11 million Alumni Memorial Building, and the $2 million Black Cultural Center, all in
Knoxville, and the $1. 7 million Hunter Hall HVAC Improvements project in Chattanooga.
For the next fiscal year, the state has approved more than $7.7 million in capital maintenance appropriations for
UT. Some of these approved projects include the roof replacements of several buildings in Knoxville, a fire alarm
systems upgrade project in Martin, and Central Energy Plant Improvements in Memphis and Chattanooga. More
detailed information about the university's capital assets is presented inNote 5 to the financial statements.

De bt
At June 30, 2003, the university had $215, 734,197 in debt outstanding. The table
below summarizes these amounts by type of debt instrument.

Table 6: Outstanding De bt Schedule
2003
2002
(x 1 , oom
Bonds-current portion .. . ... . . . $
13.851 ..... $ 13.506
Bonds-noncurrent ............. 183.723 ...... 181 ,401
Commercial paper-noncurrent . . . .
18,160 .... ...
7,457
Total TSSBA authorized debt
..... $ 215,734 ...... $ 202,364
Notes-current portion ............. .................
10
Total Debt
....... .
.... $ 215,734
$ 202,374
.

.

.

.

.

.

.

.

.

.

.

.

.

.

•

.

.

The university retired more than $16.2 million in bonds and notes in fiscal year
2002-2003. The Tennessee State School Bond Authority (TSSBA), in addition to
its authority to issue bonds and notes to finance capital projects, has responsibil
ity for approving all long-term debt of the university. TSSBA currently is rated as
AA- by Standard & Poor.

Economic Factors That Will Affect the Future

For fiscal year 2004, the University of Tennessee Board of
Trustees has authorized a fee increase of
expected to generate approximately

9 percent that is

$19 million in new

funding net of related scholarships. The university sustained
a 5 percent state appropriation budget reduction in fiscal year
2003 followed by a

9 percent cut for fiscal year 2004. The

university received additional state appropriations to fund
health insurance premium increases for fiscal year 2004.

Appendix A: Statements of Net Assets
30, 2 00 3, and June 30, 2 002

For the Years Ended June

Year Ended
June

30, 2003

Year Ended
June

30, 2002
NET ASSETS

A S SET S

Invested in capital assets,

Current assets:
Cash and cash equivalents (Note 21 . . ..$ 149,506,729.33
Investments (Note 2) . . . . . . . . . . . . .

$ 158,661,157.27

$ 653,531,666.90

50,067,193.46

receivable (net) (Note 41 . . . . . . . . . . .

100,933,143.95

92,987,084.86

Scholarships and fellowships...... .

130,901,070.13

121,490,322.81

Inventories ................... .

8,051,167.21

10,117,661.10

Libraries .................... .

12,705,596.83

12,751,472.70

Prepaid expenses and deferred charges

3,746,806.01

3,443,491.06

. . . . . . . . . . . . .. .

16,495,388.54

9,867,940.34

Instructional department uses .... .

103,184,308.66

50,648,145.62

Academic support ............. .

25,442,049.41

Other ...................... .

27,463,145.24

100,108,419.51
90,834,768.15

Nonexpendable:

Accounts, notes and grants

311,931,2 11.01

315,2 16,581.15

Cash and cash equivalents (Note 2) . . . .

260,411,983.16

211,175,901.67

Investments (Note 21 . . . . . . . . . . . . . .

374,272,838.43

398,534,574.00

Investment in UT-Battelle, LLC (Note 121

2,043,045.23

1,789,206.24

Total current assets ..................
Noncurrent assets:

Accounts, notes, and grants

Research ..

' .

'

Expendable:
Scholarships and fellowships...... .

76,395,468.44

Libraries .................... .

3,931,251.13

4,046,989.13

Research ................... .

56,600,655.69

32,480,248.62
37,500,480.72

receivable (net) (Note 41 . . . . . . . . . . .

173,426,660.16

164,305,023.16

Lease payments receivable (Note 161 . . .

18,675,783.73

16,272,083.36

Instructional department uses .... .

67,482,202.40

Capital assets (net) (Note 5). . . . . . . . .

943,877,229.62

852,381,537.22

Academic support ............. .

37,956,565.60

Prepaid expenses and deferred charges

88,803.41

178,486.68

1,112 ,196, 34 3.14
TOTAL ASSETS....... .... . .. .. .... $2 ,084,12 1,614.81

1,644,636,812. 3 3
$1,959,91 3,400.08

Loans . . . . . . . . . . . . . . . . . . . . . . .

8,102,948.61

8,346,883.77

Capital projects. . . . . . . . . . . . . . . .

8,843,290.02

3,464,394.12

Total noncurrent assets ...............
.

.

.

LIABILITIES
Current liabilities:
Accounts payable . . . . . . . . . . . . . . . . $

69,876,639.28

Accrued liabilities............... .

33,943,551.77

34,720,912.03

Deferred revenue ................

64,219,889.64

63,148,100.33
4,045,375.64

$62,242,891.07

Deposits payable ............... .

6,098,535.71

Annuities payable ............... .

1,332,314.59

1,619,887.96

Long-term liabilities, current portion (Note 7)

50,012,220.41

37,434,754.17

Deposits held in custody for others.. .

7,975,831.88

6,791,205.53

Total current liabilities...............

2 3 3,458,98 3.2 8

2 10,003,12 6.1 3

15,500,438.71

15,500,438.71

.

Noncurrent liabilities:
Deferred revenue (Note 71. . .........
Long-term liabilities,
noncurrent portion (Note 71 . . . . . . . .

229,479,360.87

224,129,364.69

Due to grantors (Note 71 . . . . . . . . . . . .

36,320,989.59

34,507,427.06

Annuities payable (Note 7) . . . . . . . . . .

8,580,703.69

8,578,451.55

2 89,881,492.86
. ... $ 52 3, 340,416.14

2 82 ,115,682.01
$ 492 ,118,808.14

Total noncurrent liabilities .............
TOTAL LIABILITIES ...... ......

I

net of related debt . . . . . . . . . . . . . . . $ 730,451,305.11
Restricted:

49,693,424.57

.

.

.

.

. . . . . . . . . . . .. . . .

388,651.34

592,815.76

Other. . . . . . . . . . . . . . . . . . . . . . .

38,942,341.74

114,920,718.49

Unrestricted (Note 19). . . . . . . . . . . ..

216,100,899.78

226,609,324.70

. .. ... .. .. .... $1,561, 381,1 38.61

$1,461,194,591. 34

Debt service .

TOTAL NET ASSETS

.

..

..

.

.

.

The notes to the financial statements are an integral part of this statement and
may be found in the University of Tennessee Report of the Treasurer [see page 9).

Appendix B: Statements of Revenues, Expenses, and Changes in Net Assets
For the Years Ended June 30, 2003, and June 30, 2002
Year Eded
June

30, 2003

Year Ended
June

30, 2002
NONOPERATING REVENUES (EXPENSES)

REVENUES

State and local appropriations ..... ... $423,816,452.04 .. $419,792,940.89

Operating revenues:
Student tuition and fees [net of scholarship
allowances of $39,341,406.75 for

Gifts . . . . . . . . . .. ........ . . . . . . . . 67,281,587.48 . . .

50,851,804.57

Grants and contracts. . . . . . . . . . . . . .. 50,525,720.79 . . .

46,905,377.96

the year ended June 30, 2003, and

Investment income (loss) . . . . . . . . . . .. 42,406,799.02 . ..

[3,104,052.28)

$31,687,598.45 for the year ended

Interest on capital asset - related debt .. [11,592,333.70J . .

[9,757,152.23)

$ 189,142,951.97

Bond issuance costs . . . . . . . . . . . . . . .

11,839,019.95

13,760,809.80

Other nonoperating expenses . . . . . . . ..

Governmental grants and contracts ..

186,473,181.70

189,090,028.66

Net nonoperating revenues

Nongovernmental grants and contracts

169,977,983.18

154,525,909.50

Income before other revenues,

39,343,533.55

37,554,072.87

June 30, 20021. . . . . . . . . . . .. . . .$ 192,976,707.52
Federal appropriations . . . . . . . . . . . .

Sales and services
Auxiliary enterprises:
Residential life [net of scholarship
allowances of $1,010,832.18 for the year

.

bonds; see Note 7) . . . . . . . . . . . .

29,043,875.15

29,485,142.09

Food services . . . . . . . . . . . . . . . . .

2,755,073.44

2,661,886.18

Bookstore. . . . . . . . . . . . . . . . . . . .

19,662,412.44

20,407,597.39

Parking . . . . . . . . . . . . . . . . . . . . . .

8,070,559.06

7,669,470.48

Athletics. . . . . . . . . . . . . . . . . . . . .

58,485,696.62

54,586,749.14

5,706,130.08

5,738,310.24

16,462,146.60

57,814,869.56

75,425.90

82,818.70

13,494,313.49

19,616,431.68

..$ 754, 366,058.68

$ 782,137,048.26

Other auxiliaries . . . . . . . . . . . . . . .
Hospital . . . . . . . . . . . . . . . . . . . . . .
Interest earned on loans to students

.

Other operating revenues . . . . . . . . . .

...... .
.

.

.

.

2,464,362.71
-------

34,102,220.31

Capital grants and gifts ............ . 47,165,410.96 . . .

8,859,062.66

Additions to permanent endowments ... . 12,341,823.96 ...

23,127,540.82

... .
. .
$
Increase in net assets . ...... ......$

Total other revenues

are used as security for varying revenue

4,073,335.24 . . .

Capital appropriations.............. . 32,583,739.37 . . .

Other ......................... .

the year ended June 30, 2002; all revenues

$ 494,299,590.87

.

Additions to annuity and life income trusts

ended June 30, 2003, and $986,407.82 for

Total operating revenues

..... . ... $ 565,544,009.10

expenses, gains, or losses ......... .

of educational departments . . . . . . . .

[434,669.4OJ
[9,954,658.64)

[6,894,216.53)

.

.

.

.

.

.

.

.

.

.

.

.

811,482.57

1,774,230.20 . . .
[3,745,992.4OJ .. _

90,119,212.09
94,192,547.3 3

$
$

,9. _7_3._6_7
1_ 7_4...:.

_

67,075,280.0 3
69,5 39,642.74

NET ASS ETS
Net assets at beginning of year . . . . . . .$1,467,194,591.34

$2,284,168,171.87

Cumulative effect of changes in
accounting principle [Note 21). . . . . . . .

[886,513,223.27)

Net assets at beginning of year,
as restated . . . . ... . . . . . . . . . . . . . .1,467,194,591.34
Net assets at end of year .

.

.

.... ...
.

.

.

$ 1,561,387,138.67

1,397,654,948.60

$1,467,194,591.34

The notes to the financial statements are an integral part of this statement and

EXPENSES

may be found in the University of Tennessee Report of the Treasurer [see page 9).

Operating expenses:
Salaries and wages . . . . . . . . . . . . . .$ 733,440,402.53

$ 701,206,933.17

Fringe benefits. . . . . . . . . . . . . . . . . .

220,157,170.03

195,469,039.04

Utilities, supplies, and other services .

300,605,152.29

315,333,196.68

Scholarships and fellowships. . . . . . . .

4,650,947.67

7,816,121.78

Depreciation expense . . . . . . . . . . . . .

56,983,060.02

54,146,985.75

........ . .. 1, 315,836,7 32.54
Operating income (loss) .. . ..
. $ (561,470,67 3.86)

1,27 3,972,276.42
$ (491,835,228.16)

Total operating expenses

.

.

.

.

.

.

.

.

.

.

.

The University ofTennessee does not discriminate on the basis of race, sex, color, religion, national origin, age, disability, or veteran status
in provision of education programs and services or employment opportunities and benefits.This policy extends to both employment by and
admission to the University. • The University does not discriminate on the basis of race, sex, or disability in the education programs and
activities pursuant to the requirements ofTitle VI of the Civil Rights Act of 1964,Title IX of the Education Amendments of 1972, Section 504
of the Rehabilitation Act of 1973, and the Americans with Disabilities Act (ADA) of 1990. • Inquiries and charges of violation concerningTitle
VI, Title IX, Section 504, ADA, the Age Discrimination in Employment Act (ADEA), or any of the other above referenced policies should be
directed to the Office of Equity and Diversity, 1840 Melrose Avenue, KnoxvilleTN 37996-3560; telephone (865) 974-2498 (TIV available).
Requests for accommodation of a disability should be directed to the ADA Coordinator at the Office of Human Resources Management, 600
Henley Street, KnoxvilleTN 37996-4125.' PA#E17-0405-002-010-04' A project of the University ofTennessee Office of P ublic Relations,
(865) 974-2225. Revisions: 6676

Appendix C : Statements of Cash Flows
30, 2 00 3, and June 30, 2 002

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

For the Years Ended June

Year Ended
June

30, 2003

Year Ended
June

30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees . . . . . . . . . . . . . . . . . . $ 194,780,479.56

$ 189,281,671.03

Federal appropriations . . . . . . . . . . . . .

10,589,019.95

13,760,809.80

Grants and contracts. . . . . . . . . . . . . .

358,498,584.90

333,499,903.17

Sales and services of educational activities

32,858,045.76

44,579.120.00

Payments to suppliers and vendors . . .. (296,806,191.23)

(325,459, 746.84)

Payments to employees . . . . . . . . . . . . (734,101,158.75)

(693,931,502.51)

Payments for benefits. . . . . . . . . . . . . . (215,705,943.80)

(190,025,977� 97)

Payments for scholarships and fellowships

(4,650,947.67)

(21,285,322.62)

Loans issued to students. . . . . . . . . . .

(5,486,336.91)

(5,632,359.39)

Collection of loans from students . . . . .

6,880,849.31

5,077,750.49

Interest earned on loans to students. . .

679,023.62

800,168.82

Auxiliary enterprise charges:
Residence halls ... . ........... . .

29,043,875.15

30,917,997.01

800kstore ....... . ............ .

19,662,412.44

24,512,571.63

Food service ..... .. . .......... .

2,755,073.44

2,981,467.22

Parking ......... .. . .......... .

8,070,559.06

8,543,972.18

Athletics . .. ..... ......... . ... .

54,564,926.51

53,717,774.43

Other auxiliaries. . . . ............ .

5,706,130.08

6,284,683.76

Hospital ....... . . . ...... . . . ... .

30 ,313,526.82

54,798,356.37

Other receipts (payments) . . . . ..... .

15 , 071,797.34

27,321,715.35

' . ' . . . . . . . . . . $ (481,2 16,2 14.42 )

$ (440,2 56,948.01)

Net cash provided (used)
by operating activities ...

30 , 916 .551.79
39,681,113.52

29,884,165.40

Capital grants and gifts received. . . . . .

47,165,410.96

4,871,265.30

Proceeds from sale of capital assets. . .

1,130,918.32

State appropriations . . . . . . . . . . . . . . $ 423,521,491.35
Local appropriations. . . . . . . . . . . . . . .

3,889,155.69

1,085,999.17

Purchase of capital assets and construction (155 , 880,014.78)

(101,670,770.44)

Principal paid on capital debt and leases.

(16, 237,301.28)

(17,919,300.85)

Interest paid on capital debt and leases.

(11,352,492.59)

(8,848,537.01)
373,749.29

Deposit with trustee . . . .. . .... . .. .
Other capital and

(1,643,821.31)

(974,166.98)

related financing receipts (payments) .
Net cash provided (used) by
capital and related financing activities...

(65,549,981.04)

$

(12 ,2 1 3,466.96)

maturities of investments. . . . . . . . . . $ 153,051,212.19

$

90,349,133.87

$

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and
Interest on investments. . . . . . . . . . . .
Purchase of investments . . . . . . . . . . .
Net cash provided (used)
by investing "activities. .

38,704,585.56

43,044,443.13
(127,616,406.28)

..............$

68,419,2 49.04

(112,450,295.55)

$

16,603,42 3.88

$

(18,908,968.54)
388,146,02 1.48
369,831,058.94

Net increase (decrease) in cash
and cash equivalents .................
Cash and cash equivalents at beginning of year

40,081,65 3.55
369,8 31,058.94
Cash and cash equivalents at end of year . . $ 409,918,112.49

RECONCILIATION OF NET OPERATING LOSS TO NET CASH PROVIOED (USED)
BY OPERATING ACTIVITIES
Operating loss . . . . . . .. . . . . . . . . . . . $(561,470,673.86)

CASH FLOWS FROM NON CAPITAL FINANCING ACTIVITIES

21,593,783.49

$

Proceeds from capital debt . . . . . . . . . .$
Capital appropriations. . . . . . . . . . . . . .

$(491,835,228.161

AdjustmenEs to reconcile operating loss to net cash
$ 411,372,497.00
3,871,848.89

Gifts and grants for other than capital or

provided (used) by operating activities:
Depreciation expense. . . . . . . . . . . .
.

56,983,060.02

endowment purposes . . . . . . . . . . . . .

80,261,170.41

73,281,681.11

54,146,985.75
472,827.11

Other adjustments.. . ....... ... . .
Changes in assets and liabilities:

Private gifts for endowment purposes . .

14,116,054.16

20,780,921.37

Receivables, net.. . ....... ..... . .

5,169,083.43

(14,618,397.39)

Split-interest transactions receipts . . .

2,265,898.77

3 , 793,928.77

Inventories .. ... ....... . ..... . .

2,066,493.89

(706,745.031

Split-interest transactions disbursements

(2,922,067.60)

(3,630,549.03)

Prepaid expenses and deferred charges

Federal student loan receipts . . . . . . . . 130,428,115.18
'
Federal student loan disbursements . .. (130,428,115.18)

117,823,747.00

(303,314.95)
603,597.1 ?

Accrued interest receivable . .

(117,823,747.00)

Accounts payable.... . .... . ..... .

1,927,360.63

(802,529.73)
717,350.12
(12,958,195.29)

Changes in deposits held for others. . . .

986,267.52

(2,863,304.06)

Accrued liabilities... . . .... . .... . .

Net cash balance implicitly financed (repaid)

6,056,682.07

(29,326,447.36)

Deferred revenue . . .. . .. . ....... .

1,071,789.31

Other noncapital receipts (payments) . .

(3,745,992.40)

(262,554.08)

Deposits . ...... . .. . .. ........ .

2 , 053,160.07

532,046.97

Compensated absences .......... .

4 , 567,830.27

4,467,709.13

Net cash provided (used)
by noncapital financing activities.......

$ 52 4,42 8,659.97

$ 411,018,02 2.61

(777,360.26)

15,730,038.07
5,151,799.28

Other additions:
832,699. 31

(554,608.90)

.. . $ (481,2 16,2 14�42 )

$ (440,2 56,948.01)

Loans to students. . . . . . . . . . . . . . .
Net cash provided (used) by operations

The notes to the financial statements are an integral part of this statement and may be found in the University of Tennessee Report of the Treasurer (see page 9J.

